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POR: EUR HARTMAN AND EUR/RPE ALBRECHT BY 9 AM JAN 22 

E.O. 11652: GDS 
TAGS: OECD, ECON 

SUBJECT: VAN LENNEP'S APPROACH TO THE ISSUES OP VICE 
PRESIDENT MONDALE’S VISIT; MISSION SUGGESTION 
POR ENHANCING INTERNATIONAL ECONOMIC COOPERA- 
TION 

REF: OECD PARIS 00981 

1. FOR HARTMAN: REFTEL COVERS MOST OF THE SUBJECTS 
AND ISSUES THAT ARE LIKELY TO BE DISCUSSED BETWEEN 
VAN LENNEP AND VICE PRESIDENT NEXT PRIDAY. WE PLAN ON 
HAVING A PURTHER DISCUSSION WITH HIM EARLY NEXT WEEK 
AND WILL PASS ON TO YOU ANY PURTHER SPECIPIC INDICATIONS 
OP HIS THINKING. IN THE MEANTIME, THIS MESSAGE IS 
TRANSMITTED AS OP POSSIBLE USEPULNESS TO YOU IN YOUR 
DISCUSSIONS WITH THE VICE PRESIDENT OR OTHER MEMBERS OP 
HIS PARTY. PARAGRAPHS 2 AND 3 SET PORTH THE CENTRAL 
MESSAGE THAT WE BELIEVE VAN LENNEP WILL TRY TO GET ACROSS 
BASED ON OUR RECENT CONVERSATIONS WITH HIM. THE 
REMAINDER OF THE MESSAGE TAKES OPE FROM VAN LENNEP'S 
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IDEAS AND IS OUR ATTEMPT TO BE RESPONSIVE TO YOUR 
REQUEST AS TRANSMITTED BY TONY ALBRECHT FOR SOME NEW 
THINKING ON THE ISSUES. WE SEND IT WITH THE THOUGHT 
THAT YOU MIGHT WISH TO TRY IT OUT ON OTHER MEMBERS OF 
THE PARTY WHEN THE INTERNAL DISCUSSIONS TURN TO HOW TO 
IMPROVE INTERNATIONAL ECONOMIC COOPERATION. 
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2. THE BUILDING BLOCKS LOR INTERNATIONAL ECONOMIC 
COOPERATION WHICH HAVE BEEN DEVELOPED WITHIN OECD AS 
WELL AS THE EURTHER ACTION WE BELIEVE REQUIRED TO 
ENHANCE THEIR EEEECTIVENESS ARE LAID OUT IN REFTEL. WE 
EXPECT OECD SEC GEN VAN LENNEP WILL, IN ADDITION TO 
DISCUSSING THE ECONOMIC OUTLOOK AND POLICY REQUIREMENTS, 
SEEK THE NEW ADMINISTRATION'S ACTIVE SUPPORT AND LEADER- 
SHIP IN EACH OE THE MAIN SUBSTANTIVE AREAS DISCUSSED IN 
THAT MESSAGE AND PROBE THE VICE PRESIDENT FOR ANY 
SIGNIFICANT SHIFTS OF POLICY IN THE NEW ADMINISTRATION. 

3. WE KNOW VAN LENNEP HAS BEEN CONCERNED BY WHAT HE 
PERCEIVES TO BE A TENDENCY OF THE BIG COUNTRIES TO 
DOWNPLAY MULTILATERAL INSTITUTIONAL ECONOMIC COOP- 
ERATION IN FAVOR OF AD HOC BILATERAL, AND EVEN MULTI- 
LATERAL NON-INSTITUTIONAL, MODES WHICH HE FEELS LEAD TO 
ILLUSORY RESULTS AND PATCHWORK SOLUTIONS AT BEST. 

HE SEES GOOD ECONOMIC POLICY AS SO INTIMATELY LINKED TO 
ORDERLY INSTITUTIONALIZED COOPERATION THAT WE EXPECT 
HIM TO STRESS TO THE VICE PRESIDENT THAT THE US SHOULD 
SEEK TO USE THE SUMMIT TO REINFORCE THE PROCESS OF 
COOPERATION WITHIN EXISTING INSTITUTIONS. HE CAN ALSO 
BE EXPECTED TO PROPOSE THAT THE SENIOR POLICY BODIES OF 
THE OECD SHOULD BE UTILIZED FULLY TO PREPARE FOR THE 
SUMMIT, NOT IN ANY FORMAL WAY, BUT BY HAVING THE 
SHULTZES, COOPERS, AND SOLOMONS OF THE INDUSTRIALIZED 
COUNTRIES TAKING UP THE ESSENTIAL ISSUES IN A 
STRUCTURED WAY. HE SEES THE OECD MINISTERIAL MEETING 
TO BE ATTENDED BY SECRETARIES VANCE AND BLUMENTHAL AS 
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A CULMINATING POINT IN THIS PREPARATORY PROCESS, AGAIN 
WITH NO FORMAL LINK TO THE SUMMIT. THE GRIST FOR THIS 
PROCESS WOULD BE THE MAJOR OECD POLICY AREAS, 

ESSENTIALLY THOSE DESCRIBED IN REFTEL. 

4. ALONG THESE LINES OUR OWN THINKING ABOUT IMPROVING 
INTERNATIONAL ECONOMIC COOPERATION IS THAT THE PRESENT 
INTERNATIONAL ECONOMIC SITUATION, THE ADVENT OF THE 
CARTER ADMINISTRATION, AND THE FORTHCOMING SUMMIT 
COMBINE TO PROVIDE AN OCCASION TO LAUNCH IMPROVEMENTS 
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IN THE SYSTEM OF INTERNATIONAL ECONOMIC COOPERATION. 

THE PURTHER DEVELOPMENT OP THE SEVERAL OECD INSTITUTION- 
ALIZED POLICIES RECOMMENDED IN REPTEL WOULD PROBABLY 
CONTRIBUTE TO THE EFPECTIVENESS OP THE EXISTING ARRANGE- 
MENTS. BASED ON OUR EXPERIENCE WITH AN INSTITUTION 
THAT COVERS THE GAMUT OP ECONOMIC SUBJECTS, WE BELIEVE 
THE SYSTEM ITSELF COULD BE CONSIDERABLY ENHANCED IP THE 
VARIOUS BUILDING BLOCKS COULD BE LINKED TOGETHER MORE 
EXPLICITLY IN A CONCEPTUALLY AS WELL AS OPERATIONALLY 
COHERENT STRUCTURE. SUCCESSIVE ECONOMIC SUMMITS OP THE 
MAJOR INDUSTRIALIZED DEMOCRACIES (AS WELL AS IN THE 
EUROPEAN COMMUNITY) HAVE SOUGHT SUCH A SYNTHESIZED 
APPROACH WHICH HAS NOT YET BEEN ACHIEVED SATISPACTORILY 
AT LOWER AND, THEREPORE, MORE COMPARTMENTALIZED LEVELS. 

5. A UNIPYING OR INTEGRATING CONCEPT OF COOPERATION 
WOULD LINK CONSULTATION AND COOPERATION ON DOMESTIC 
ECONOMIC PROBLEMS, WITH PINANCIAL AND MONETARY COOP- 
ERATION IN THE ADJUSTMENT PROCESS, AND WITH A RENEWED 
AND MORE PERMANENT COMMITMENT AGAINST TRADE RESTRICTIONS 
BUTTRESSED BY SECTORAL CONSULTATIONS AND ADEQUATE 
PINANCIAL RESOURCES AS WELL AS CONTINUING CONSULTATION 
ON INVESTMENT FLOWS. THE BASIS FOR SUCH A UNIFYING 
CONCEPT COULD BE THE OECD COMMON STRATEGY POR 
CONPIDENTIAL 

CONPIDENTIAL 

PAGE 02 OECD P 02175 02 OP 04 220054Z 

SUSTAINABLE GROWTH. DOMESTIC ECONOMIC POLICIES WHICH 
ARE SOUND AND COHERENT PROM THE VIEWPOINT OP THE SYSTEM 
AS A WHOLE SHOULD BE THE LINCHPIN OF OVERALL ECONOMIC 
COOPERATION. CONSEQUENTLY, THE PROCESS OF ECONOMIC 
POLICY COORDINATION SHOULD BE GIVEN SHARPER POCUS AND 
THE CENTRALITY IT DESERVES IN OVERALL ECONOMIC 
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COOPERATION. 

6. THE OECD COMMON STRATEGY EOR SUSTAINABLE GROWTH 
(SEE PARA 7A REFTEL) SHOULD BE DEVELOPED FURTHER AND 
CONTINUALLY UPDATED. IT COULD BE DISAGGREGATED TO THE 
EXTENT THAT THERE SHOULD BE A CONSENSUS ON THE POLICY 
PATH TO BE EOLLOWED BY EACH OF THE MAJOR ECONOMIC 
ACTORS IN A DETERMINED PERIOD AND ON THE RESULTS THAT 
THE COMBINATION OF THESE PATHS WILL HAVE IN TERMS OE 
THE OVERALL GROWTH AND ECONOMIC PERFORMANCE OE THE OECD 
COUNTRIES AS A GROUP. UNTIL NOW THE PRACTICE HAS BEEN 
THAT GOVERNMENTS HAVE EXCHANGED VIEWS ON EACH OTHER'S 
POLICIES, WHICH HAS MEANT ESSENTIALLY THAT EACH COUNTRY 
SET OUT ITS OWN SITUATION AND INTENTIONS IN THE ERAME- 
WORK OE AN OVERALL ASSESSMENT BY THE SECRETARIAT, A 
PROCESS WHICH HAS BEEN USEEUL IN ITSELE. WE COULD NOW 
SEEK TO DEVELOP A CONSENSUS OE WHAT EACH COUNTRY SHOULD 
BE DOING AND SOME PREDICTABILITY THAT EACH OE THE MAIN 
ACTORS WILL BE APPLYING POLICIES AIMED AT STICKING TO 
THE POLICY PATH. BOTH THE INDIVIDUAL NATIONAL AND THE 
AGGREGATE OECD PATHS WOULD BE DEFINED IN TERMS OE MAJOR 
POLICIES, BUT SOME QUANTITATIVE EXPRESSION OF THE 
OBJECTIVE WILL BE NEEDED TO INTEGRATE AND ASSESS 
CONSISTENCY AND PERFORMANCE. WE ARE AWARE OF THE PIT- 
EALLS OE MAKING THIS SOUND LIKE INTERNATIONAL INDICATIVE 
PLANNING; HOWEVER, IE WE CAN MOVE IN THIS DIRECTION IN 
A PUBLICLY ACKNOWLEDGED WAY, WE WILL BE IN A BETTER 
POSITION TO COME TO GRIPS WITH THE INTERLINKAGES IN 
BOTH THEORY AND PRACTICE AMONG THE MAIN ISSUES IN 
DOMESTIC MACROECONOMIC MANAGEMENT, INTERNATIONAL EINANCE, 
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EXCHANGE RATES, TRADE AND INVESTMENT. 

EOR ANALYTICAL AND PRACTICAL (AS WELL AS BUREAUCRATIC) 
PURPOSES, THESE POLICIES WILL HAVE TO DEVELOP IN 
SEPARATE COMPARTMENTS, BUT THE PEEDBACK RELATIONSHIPS 
AMONG THEM WOULD BE TAKEN INTO ACCOUNT IN TERMS OP THE 
CONSENSUS ON OVERALL GOALS. THUS, 

-THE ADJUSTMENT PROCESS DISCUSSION WOULD TAKE 
PLACE IN THE CONTEXT OP A BETTER APPRECIATION 
OP THE INTERRELATIONSHIP BETWEEN OVERALL MACRO- 
ECONOMIC POLICY OBJECTIVES AND PERPORMANCE 
ON THE ONE HAND, AND THE BALANCE OP PAYMENTS 
ON THE OTHER HAND. THUS ADJUSTMENT NEEDS WOULD 
BE CONTINUALLY PACTORED INTO THE PROCESS OF 
DISAGGREGATING THE ECONOMIC STRATEGY; WHILE THE 
CONSENSUS ON NATIONAL MACROECONOMIC POLICIES 
WOULD HELP GUIDE THE CONTINUING WORK ON ADJUSTING 
OP THE INEVITABLE IMBALANCES IN COUNTRIES' 
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EXTERNAL ACCOUNTS. 

-A NEW REVISED AND PERMANENT OECD TRADE PLEDGE 
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WOULD BE LINKED TO THE RESPONSIBILITIES OF 
BOTH DEFICIT AND SURPLUS COUNTRIES TO FOLLOW 
APPROPRIATE ECONOMIC POLICIES; I.E., THOSE SET 
OUT IN THE COMMON STRATEGY. IT WOULD BE 
BUTTRESSED BY MULTILATERAL CONSULTATIONS 
INCLUDING THOSE ON SECTORAL PROBLEMS E.G., STEEL, 
WHERE SECTORAL ACTIONS COULD LEAD TO WIDESPREAD 
TRADE REACTIONS AND BY, 

-AUGMENTED OFFICIAL FINANCIAL RESOURCES 
(FINANCIAL SUPPORT FUND) WHICH IN THIS INTEGRATED 
CONTEXT COULD FACILITATE, INDEED WOULD PROVIDE 
THE NECESSARY UNDERPINNING TO THE COMMON STRATEGY 
FOR SUSTAINABLE NON-INFLATIONARY GROWTH WITHOUT 
TRADE RESTRICTIONS IN THE CURRENT CIRCUMSTANCES 
OF WIDELY DIVERGING NATIONAL PERFORMANCES. 

7. BY WORKING TOWARDS A CONSENSUS ON THE PART OF THE 
MAJOR ECONOMIC ACTORS ON THEIR RESPECTIVE RESPONSIBILI- 
TIES IN THESE INTERDEPENDENT POLICY AREAS, WE WILL 
PROVIDE A BASIS FOR FOSTERING CONSTRUCTIVE MUTUAL 
CRITICISM TO REMIND GOVERNMENTS OF THEIR RESPONSIBILI- 
TIES. COUNTRIES IN SUCH CIRCUMSTANCES WILL FIND IT 
MORE DIFFICULT TO ESCAPE DISCIPLINE IN ONE AREA, E.G., 
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THE TRADE PLEDGE, WITH THE EXCUSE THAT OTHERS ARE NOT 
ACTING APPROPRIATELY WITH RESPECT TO DOMESTIC EXPANSION, 
EXCHANGE RATE POLICY OR THE LIKE. FURTHER- 
MORE, ANY COUNTRY CONTEMPLATING ACTION IN THE TRADE 
FIELD COULD EXPECT CONSIDERABLY SHARPER SCRUTINIES 
OF ALTERNATIVE POLICY OPTIONS. WHILE SUCH LINKAGE 
IMPLIES SOME RISK IN GIVING COUNTRIES A SPECIFIC 
CRITERIAFOR RESORTING TO TRADE MEASURES, WE BELIEVE 
THAT THE GREATER DISCIPLINES IMPLIED BY THE OVERALL 
COHERENCE OF THE SYSTEM COUNTER BALANCES THIS 
POSSIBILITY. 

8. OBVIOUSLY THE PROCESS WE ENVISAGE IMPLIES A LEVEL 

OF CONSULTATION AND COORDINATION WHICH WILL BE SEEN BY 
MANY AS POSSIBLY INFRINGING ON NATIONAL SOVEREIGNTY OR 
A DEGREE OF INTERNATIONAL INTERFERENCE WITH THE 
DOMESTIC POLITICAL PROCESS WHICH IS UNACCEPTABLE. THE 
EUROPEAN COMMUNITY ITSELF HAS BEEN GROPING TOWARDS THIS 
KIND OF COORDINATION PROCESS WITH SINGULAR LACK OF 
SUCCESS. 

9. IN RESPONSE WE WOULD POINT OUT THAT COUNTRIES 
SUCH AS THE UK, AND ITALY AND PERHAPS SOON FRANCE HAVE 
TO PUT UP WITH MORE INTERNATIONAL INTERFERENCE WHEN 
THE TIME COMES FOR BAILOUT, AND THAT THE MAIN 
UTILITY OF THE SUMMIT ITSELF IS SEEN BY SOME OF THE 
PARTICIPANTS IN TERMS OF INDUCING THE FRG TO EXPAND. 

THUS INTERNATIONAL CONSULTATION ON AND 

CRITICISM OF NATIONAL POLICIES ALREADY EXIST. THE 
OBJECTIVE OF OUR PROPOSAL IS TO MOVE OUT OF THE REALM 
OF CRISES, AND INTO A MORE COHERENT INSTITUTIONAL 
MEDIUM TERM FRAMEWORK. 
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10. AS FOR THE ARGUMENT BASED ON THE COMMUNITY 
ANALOGY, EXPERIENCE SEEMS TO INDICATE THAT ECONOMIC 
POLICY COOPERATION REQUIRES ACTIVE US AND TO A LESSER 
EXTENT JAPANESE PARTICIPATION AND CERTAINLY US LEADER- 
SHIP. WE WOULD OF COURSE HAVE TO EXPECT THAT WE, 

LIKE OTHERS, WOULD BE SUBJECT TO MORE FOCUSSED CRITI- 
CISM OF OUR DOMESTIC ECONOMIC POLICIES. THIS IS THE 
COUNTERPART TO THE ADVANTAGE THAT OUR LEADERSHIP IN 
SUCH A PROCESS IS LIKELY TO HAVE SIGNIFICANT EFFECT ON 
THOSE EUROPEAN COUNTRIES WHICH REQUIRE AND ARE MORE 
AMENABLE TO INTERNATIONAL PRESSURE. FURTHERMORE, A 
SUCCESSFUL PROCESS IN THE TRILATERAL CONTEXT OF THE 
OECD IS LIKELY TO PROVIDE FOR THE GENERAL CLIMATE OF 
STABILITY WHICH THE EUROPEANS REQUIRE TO MAKE HARMONI- 
ZATION MORE EFFECTIVE AMONG THEMSELVES. AND THE 
DIVERGENCE BETWEEN WEAK AND STRONG WITHIN EUROPE 
CONTINUES TO BE AN IMPORTANT SOURCE OF INSTABILITY IN 
THE WORLD SYSTEM. 

1 1 . WE HAVE IN THIS MESSAGE NOT ADDRESSED THE ORGANIZ- 
ATIONAL OR PROCEDURAL ASPECT OF ACHIEVING THIS GOAL. 
THE PR OBI, RMS HERE ARE IMPORTANT. BUT IF THERE IS CLEAR 
AGREEMENT ON WHAT WE WANT TO ACHIEVE, THE PROCEDURAL 
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ASPECT WHILE DIFFICULT SHOULD BE MANAGEABLE. 

TURNER 
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